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1. DEPARTMENT BELIEVES THAT IBRD SHOULD ANSWER ANY GOG 
CHARGES RE IBRD POSITION ON GUYANA ELECTRICITY EXPANSION 
PROJECT LOAN, AND EMBASSY SHOULD RESTRICT STATEMENT TO AS- 
SERTING LACK OF USG INVOLVEMENT IN THESE IBRD DECISIONS. 

2. FYI ONLY: BURNHAM'S REACTION TO IBRD POSITION BASED ON 
RECENT INTERRELATED EVENTS INVOLVING IBRD LENDING POLICY 
WHICH HAVE NOT DIRECTLY INVOLVED USG. FIRST OF THESE WAS 
IBRD CRITICISM OF LACK OF RATE INCREASES TO COMPENSATE FOR 
RISING COSTS INVOLVED IN ELECTRICITY SYSTEM EXPANSION LOAN 
TO GUYANA ELECTRIC CORPORATION (GEC). ACCORDING TO IBRD 
SOURCE, BANK LETTER TO GEC STATED THAT IBRD QUOTE INFLEXIBLE 
UNQUOTE ABOUT NECESSITY FOR RATE INCREASE BUT FLEXIBLE AS TO 
HOW GOG TO ACCOMPLISH IT IN ORDER TO ACHIEVE RATE OF RE- 
TURN OF AT LEAST EIGHT PERCENT (LOAN DOCUMENT CALLED FOR TEN 
PERCENT). 

3. IBRD/GOG PROBLEMS FURTHER COMPLICATED DURING BANK TEAM 
VISIT (WHICH COINCIDED WITH NYERERE VISIT) AS RESULT OF IBRD 
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WHEN GOG PROSPECTS WERE POOREST, IBRD TEAM WAS REPORTEDLY 
CONCERNED OVER GOG DIFFICULTIES IN FINANCING DEVELOPMENT 
PROGRAMS AND MADE RECOMMENDATIONS TO IMPROVE NOT ONLY 
ENERGY SECTOR, BUT OTHER ASPECTS GUYANESE ECONOMY, WHICH 
GOG RESENTED. 

4. SITUATION RE IBRD POSITION ON THIS LOAN HAS NOT IM- 
PROVED AND APPEARS TO BE TAKING CONFRONTATIONAL TURN. DUR- 
ING RECENT IMF/IBRD MEETINGS IN WASHINGTON, GOG REPS ASSER- 
TED THAT BURNHAM WILL NOT ALLOW RATE INCREASES TO TAKE 
PLACE UNTIL MID- 1976, WHILE IBRD SUGGESTS GRADUAL INCREASES 
TO PERMIT RATE OF RETURN TO REACH AREA OF EIGHT PERCENT BY 
LATE 1975. BANK HAS IMPLIED POSSIBILITY OF STOPPING DIS- 
BURSEMENTS IF SITUATION NOT RESOLVED TO ITS SATISFACTION, 

BUT PRESSURE ON MANAGEMENT FROM BOTH CANADA AND UK TO PUSH 
FOR IBRD ACCEPTANCE OF LOWER RATE OF RETURN APPARENTLY 
STARTING. BANK STAFF IS DISCUSSING PROBLEM WITH WINSTON 
KING IN HOPES OF FINDING SOLUTION. 

5. ON BASIS BRITISH HICOM'S REPORT RE BURNHAM'S ALLEGA- 
TIONS, UK ALTERNATE DIRECTOR AT IBRD REQUESTED CLARIFICA- 
TION U.S. POLICY TOWARDS GUYANA FROM EB DEPUTY ASSISTANT 
SECRETARY PAUL BOEKER, WHO EXPLAINED REYNOLDS SITUATION AND 
MANDATORY CONSEQUENCES EXPROPRIATIONS (WITHOUT PROMPT, 
ADEQUATE AND EFFECTIVE COMPENSATION) HAVE ON U.S. VOTING IN 
MULTILATERAL INSTITUTIONS, I.E., GONZALEZ AMENDMENT. 

BOEKER ALSO STRESSED WORLD BANK'S OWN STRONG POLICY ON UN- 
COMPENSATED EXPROPRIATION. END FYI. KISSINGER 

NOTE BY OC/T: EXDIS CAPTION ADDED PER S/S-0 - MR. JOHNSON. 
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